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2I ? SUNDAY, DECEMBER 9, 2018 ? ST. CLOUD TIMES
Survey Results for Standard Questions
Current Activity
Tables 1 and 2 report the most
recent results of the St. Cloud
Area Business Outlook Survey.
Responses are from 56 area busi-
nesses that returned the recent
mailing in time to be included in
the report. Participating firms
are representative of the diverse
collection of businesses in the St.
Cloud area. They include retail,
manufacturing, construction, fi-
nancial, health services, and
government enterprises both
small and large. Survey respons-
es are strictly confidential. Writ-
ten and oral comments have not
been attributed to individual
firms.
All of the current activity in-
dexes found in Table 1 are weaker
than was reported last quarter
(which is a normal seasonal oc-
currence), but compared to one
year ago the diffusion index
numbers from this table are
mixed. A diffusion index repre-
sents the percentage of respon-
dents indicating an increase mi-
nus the percentage indicating a
decrease in any given quarter.
For any given item, a positive in-
dex usually indicates expanding
activity, while a negative index
implies declining conditions. In-
dexes on current business activ-
ity, employee compensation, and
prices received compare favor-
ably to one year ago, but the em-
ployment and national business
activity values are little changed.
The readings on length of work-
week, capital expenditures, and
difficulty attracting qualified
workers are clearly weaker this
quarter than they were in No-
vember 2017. The accompanying
chart on current business activ-
ity clearly shows the seasonal
variation of overall business con-
ditions, but it is worth noting
that this series has drifted up-
ward since November 2015, un-
derscoring the strong perfor-
mance of the St. Cloud economy
over the last three years. 
As noted, the diffusion index
on current employment is little
changed from one year ago as
only 27 percent of surveyed firms
report increased hiring over the
last three months. The index val-
ue on length of workweek in Ta-
ble 1 is considerably lower than
one year ago. While twenty per-
cent of firms increased the
length of the workweek, sixteen
percent cut back on average
hours worked. The diffusion in-
dex on employee compensation
is slightly higher than one year
ago, although most firms report
no change in wages and benefits
over the past three months.
While a substantial number of
firms still report increased diffi-
culty attracting qualified work-
ers over the past quarter, it must
be noted that the diffusion index
on this item is considerably low-
er than twelve months ago and is
the lowest value recorded since
May 2017. Overall, the four labor
market survey indicators found
in Table 1 show a mixed perfor-
mance of the area’s labor market.
With the persistence of labor
shortages, some area firms are
likely holding off on attempts to
hire new workers and are instead
focused more on retaining their
existing employees. 
As was noted earlier, a grow-
ing share of local firms report re-
ceiving increased prices. Histori-
cally, few firms who respond to
the St. Cloud Area Business Out-
look Survey have reported alter-
ing their prices received during
the fall quarter, so it is no sur-
prise that this quarter’s index
value on current prices received
is lower than was observed in
other times of the year. However,
it is noteworthy that the Novem-
ber 2018 diffusion index on cur-
rent prices received is higher
than any other November value
that has been recorded in the
twenty years that the survey has
been conducted. The national
business activity index is slightly
higher in Table 1 than it was
twelve months ago, but is lower
than the value recorded in Au-
gust. Finally, the accompanying
chart shows the path of the diffu-
sion index on current capital ex-
penditures. The value of this in-
dex plunged to 17.9, from a 34.1
reading one year ago. Indeed, we
have to go back to November
2009 (at a time when the area
economy was beginning to re-
bound from the Great Recession
and there was plenty of excess
capacity) to find a time when the
fall reading of the current capital
expenditures index was weaker.
It is unclear what the source of
this weakness is. By comparison,
the future capital expenditures
item in Table 2 shows relatively
strong expected capital spending
by May 2019.
As always, firms were asked
to report any factors that are af-
fecting their business. These
comments include:
? The lack of knowledge of
the education a student receives
after going through a program at
tech colleges. Programs need to
change to more how they used to
be when tech colleges started to
teach a specific skill, so they
don't waste their money by going
to secondary education.
? Trade war with China is
hurting us as an exporter. Our
Chinese customers are subject to
retaliatory tariffs imposed by
their government in reaction to
the U.S. government’s tariffs on
imported Chinese goods.
? A significant acquisition in
(our) industry was (recently) an-
nounced…..This should have a
positive effect on our business if
approved by (the Department of
Justice).
? I believe we have more gov-
ernment involvement than we
need. Let us run our companies
to be productive and employ
people.
? Nothing unique. Workforce
issues and rising costs are our
biggest concerns at this time.
? A lack of skilled workers
who want to work in a factory.
? Seeing more inflation ev-
erywhere within our cost struc-
ture.
? Finding skilled engineers.
? Finding qualified workers
continues to challenge us
? Impact of interest rates.
? Minimum wage discus-
sions, social service initiatives,
high taxes. Minnesota does not
make it attractive for businesses
to be here.
? Neighboring retailers will
and should object to their market
valuation and real estate taxes
based on the city [allegedly] sell-
ing the [Costco] site for below
market value.
Future Outlook
As was indicated on the first
page of this report, the future
business conditions survey re-
sponses found in Table 2 suggest
a weakening future outlook of
area businesses. This is true for
six of the eight indicators in the
future business conditions table.
Only the future capital expendi-
tures index (which is higher than
its recorded value in November
2017, but is still lower than was
found in most of the November
surveys conducted since 2012)
and the prices received index
(which is discussed below) are
higher than was observed twelve
months ago.
Of particular note, the future
business conditions index is the
lowest recorded value for this
item in the fall survey since the
Great Recession year of 2008.
Area business leaders are usual-
ly much more optimistic about
the future outlook in the Novem-
ber survey than they are this
year.
Likewise, the diffusion index
on the level of employment is
also the lowest November value
recorded since 2010. As can be
seen in the accompanying chart,
the future employee compensa-
tion index (which has never ex-
hibited a pronounced seasonal
pattern) has been slowly drifting
down since May 2017. Anecdotal
evidence suggests that at this
stage of the hiring cycle (in which
we are effectively at full employ-
ment), many of the workers that
are available for hire are relative-
ly unskilled and/or inexperi-
enced. These workers’ potential
contributions to firms’ produc-
tivity limits the wage/benefit of-
fers that firms are willing to make
to secure their services.
The future length of the work-
week is expected to fall for sever-
al surveyed firms. While 71 per-
cent of firms expect no change in
the length of the workweek by
May 2019, sixteen percent expect
lesser weekly average hours
worked by their employees. Few
firms expect the length of the
workweek to expand. Note the
future national business activity
index declined again this quar-
ter. Other than the August read-
ings tallied in 2016 and 2017, this
is the lowest value recorded for
the future national business ac-
tivity index since the Great Re-
cession. After a year of strong
output gains — some of which
was fueled by tax cuts imple-
mented in early 2018 — most ob-
servers expect slower growth in
2019 as the effect of the tax cuts
wears off, interest rates rise, fi-
nancial market performance be-
gins to weigh on consumers, and
global trade uncertainties per-
sist. The possibility of stronger
inflationary pressures may also
impact the national economic
outlook. 
This report has emphasized
the extent to which area firms are
expecting to receive higher
prices in the future. The diffu-
sion index on future prices re-
ceived in Table 2 is at its highest
level recorded in the 20 year his-
tory of the local survey. Not even
during the high flying years of
2004-2005 did as many area
businesses expect price in-
creases. The exact nature of ex-
pected higher future prices re-
ceived is unknown. It might be
because firms’ costs are increas-
ing or, alternatively, local firms
may have gained more pricing
power and improved profit mar-
gins. Regardless, this survey
item highlights the importance
of paying attention to area pric-
ing data in the coming months. 
Finally, as we have noted on
several occasions in the St. Cloud
Area Quarterly Business Report,
the future difficulty attracting
qualified workers diffusion index
has typically followed a cyclical
pattern that resembles the path
of economic activity experi-
enced in the overall economy. We
have traditionally kept a close
eye on this chart, since the ex-
pected future labor shortages
implied by this index seem to sig-
nal the future economic perfor-
mance of the local economy. The
accompanying chart suggests
that this index is now starting to
decline as it has fallen for four
consecutive quarters. As can be
seen in the chart, this index has
typically followed a cyclical pat-
tern (with no apparent seasonal
variation), so the recent down-
ward path of this index hints at
slowing local business condi-
tions.
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Table 1: Current business conditions
November 2018 vs. three months agoSt. Cloud Area Business Outlook 
Survey summary, November 2018
What is your evaluation of:
Level of business activity  16.1 37.5 46.4 30.3 40.0 27.7
for your company
Number of employees on 8.9 64.3 26.8 17.9 30.0 19.2 
your company’s payroll
Length of the workweek 16.1 64.3 19.6 3.5 23.3 17.0
for your employees
Capital expenditures 10.7 60.7 28.6 17.9 26.7 34.1
(equipment, machinery, 
structures, etc.) by your company
Employee compensation 0 64.3 35.7 35.7 43.3 31.9 
(wages and benefits) 
by your company
Prices received for 5.4 62.5 30.4 25.0 26.7 17.0
your company’s products
National business activity 5.4 28.5 33.9 28.5 38.3 25.5
Your company’s difficulty 1.8 58.9 37.5 35.7 46.7 44.7
attracting qualified workers
Notes: (1) reported numbers are percentages of businesses surveyed. (2) rows may not sum to 100 because of “not applicable” and omitted 
responses. (3) diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.   
A positive diffusion index is generally consistent with economic expansion.
Source: SCSU School of Public Affairs Research Institute 
Table 2: Future business conditions
Six months from now vs. November 2018 St. Cloud Area Business Outlook 
Survey summary, November 2018
What is your evaluation of:
Level of business activity  17.9 30.4 48.2 30.3 8.3 40.4
for your company
Number of employees on 12.5 51.8 32.1 19.6 10.0 31.9
your company’s payroll
Length of the workweek 16.1 71.4 8.9 -7.2 0 10.6
for your employees
Capital expenditures 5.4 57.1 33.9 28.5 21.6 19.1
(equipment, machinery, 
structures, etc.) by your company
Employee compensation 1.8 39.3 55.4 53.6 58.3 63.8
(wages and benefits) 
by your company
Prices received for 1.8 44.6 48.2 46.4 36.7 27.6
your company’s products
National business activity 8.9 46.4 25.0 16.1 18.3 34.0
Your company’s difficulty 5.4 55.4 32.1 26.7 35.0 36.2
attracting qualified workers
Notes: (1) reported numbers are percentages of businesses surveyed. (2) rows may not sum to 100 because of “not applicable” and omitted 
responses. (3) diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease.   
A positive diffusion index is generally consistent with economic expansion.
Source: SCSU School of Public Affairs Research Institute 
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